This paper takes aim at the international financial system through the lens of the New
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Introductionhas stressed that the 2000-2010 period was the BriC decade, with these countries characterized by strong economic growth, huge increases in gDP and international reserves, and broad government programs for poverty alleviation. additionally, the period was marked by an unparalleled boom in commodities which directly benefited these countries, and the developed countries too.
owing to the positive momentum in the commodities market and the political void created after 2008, when Western institutions were engulfed in financial instability, the BriCs countries entered into the international arena as a strong group defending the recognition of their political and economic relevance on the international stage. From their first informal meetings in the beginning of the 21 st century to their annual official summits, these countries continue to present themselves as a relevant group worldwide. The aim of this paper is to analyze the international investment scenario of the BriCs countries and, specifically, to understand the impact of the new Development Bank created in 2014 and its relevance to the international financial system. The focus of this work consists in promoting a comparison of the traditional characteristics of the international development institutions such as the World Bank with the new approaches led by the new Development Bank, whose goals are to boost the infrastructure and renewable energy sectors of the five BriCs countries as well as those of other developing countries.
BRICS Overview
BriCs has been consistently described as a heterogeneous group with only a few geographical, demographical and economic similarities. according to World Bank data, Brazil, india, China and russia are still among the main economies in the world.
2 in particular, China and india have maintained strong economic growth since 2008. 3 Chart 1 below shows gross Domestic Product rankings in 2016, with the BriCs countries ranked among the highest gDPs in the world: China was second, india seventh, Brazil ninth and russia twelfth. south africa was ranked thirty-eighth. 2 The World Bank (nov. 10, 2018) , available at www.data.worldbank.org/data-catalog/gDP-ranking-table. 3 international monetary Fund (nov. 10, 2018) , available at www.imf.org/external/datamapper/ngDP_ rPCh@Weo/oemDC/aDveC/WeoWorlD/Bra/Chn/inD/rus/ZaF. Considering their share of global gDP, the BriCs countries are immensely important. according to the World economic Forum, the gDP forecast in 2017 puts the united states in first position with almost a quarter of the total global gDP (24.3%) followed by China in second position with 14.8% of the world economy. next come Japan, germany, the united Kingdom and France. india remains the seventh largest economy and Brazil the ninth. The forecast underlines that China's economy grew 6.7% in 2016 and the u.s. economy only 1.6%, and it anticipates that in 2050 China and india will each surpass the u.s. economy owing to their population growth and technology-driven productivity. according to Chart 2, the gDP growth of both China and india in 2007 was far superior compared to the advanced economies, and superior as well to the economic performance of Brazil.
5 World gDP growth thus maintained a relatively stable position thanks to the emerging economies of China and india.
BriCs represents (according to the Brazilian ministry of external relations) 26% of the earth's land mass and comprises 46% of the world's population. moreover, goldman sachs projected a forecast of 14.2% share of the world's gDP, not considering south africa. The group is responsible for 18% of the world's gDP. in addition, the participation of the BriCs countries in total global exports doubled between 2001 and 2011, from 8% to 16%, with an increase in total exports of more than 500% compared to an increase in global export growth of 195% in the same period.
each BriCs country has potentialities. China and india are the fastest growing economies, russia is an important player in military and diplomatic relations, south africa concentrates on major regional cooperation and Brazil is the most important economy in latin america. on the other hand, the recent reduction of China's annual gDP growth rate to 6.5% and the political and economic crises in russia, south africa 5 Chart 2 traces real gDP growth for only three of the BriCs countries: Brazil, india and China. The gDP growth performance of south africa and russia was similar to Brazil's. For the last several years, Brazil, south africa and russia have been facing a number of economic and political constraints that differed from the experiences of China and india.
and Brazil raise questions about the BriCs future. in order to confront the recent crises, so serious that some experts suggest a change to the acronym from "BriCs" to "iC," maintaining only india and China, 6 the strongest markets in the club, it is necessary to recognize that these five countries must concentrate on their internal markets and at the same time are responsible for a large percentage of foreign trade, especially in energy, commodities and manufactures. moreover, the BriCs countries hold huge amounts of foreign exchange reserves, which is desirable in the service of boosting development among the members, instead of only supporting funds such as those of the imF and World Bank group. China has the world's highest foreign exchange reserves, and Brazil and the russian Federation are in the top ten. according to stuenkel, 7 the BriCs countries have more reserves allocated in the Bretton Woods institutions than in their own institutions (the nDB and the Cra).
it is well known that the total sum of resources allocated for international cooperation is lower than what is necessary to cope with the demands related to development. Therefore, the creation of new organizations represents a paradigm shift to other countries, to work together in cooperation and eliminate protectionism.
The Investment Scenario Among the BRICS Countries
There are different kinds of international investments. mainly, there are: (i) commercial loans, which are bank loans issued to foreign businesses or governments; (ii) official flows (or aid resources), aimed at promoting development assistance, from one country, or international organization, to another country; (iii) foreign direct investment, in which an investor from one country obtains an asset in another country, with the intent to manage that asset; and (iv) portfolio investment (speculative capital), which represents the movement of investment in financial stocks, bonds or other financial instruments. Foreign direct investment (FDi) is considered a vital source of development means in the world today and responsible for the main share of domestic capital, employment, income and promotion of technology transfer and know-how. Wpcomimportuser1, Is It Really BRICs, or Just ICs?, Time, 12 July 2007 (nov. 10, 2018 The international investment arena is recognized as a potential strength for the BriCs countries. however, intra-BriCs foreign investments are almost irrelevant compared to the foreign investment of each country to non-BriCs countries. The only exception is the investment flow from China to each BriCs country.
China, therefore, is the most important commercial and investment partner of the other BriCs countries. since 2009, China has consistently been the main commercial partner of Brazil, surpassing even the united states. China's participation in Brazil is extensive, with investments in infrastructure, communications, machinery, banking services, agriculture and mining. moreover, Chinese international investments flow not only to the other BriCs countries, but also to a number of countries in africa. Between 2000 and 2014, Chinese banks, private companies and the government disbursed more than us$86 billion to africa, with the primary beneficiaries being the Democratic republic of Congo, ethiopia, Kenya and sudan.
15 That considerable amount of resources helped economic growth and spurred sub-saharan gDP to grow by 5% in 2011, although this dropped to 1.4% in 2016, which was considered the lowest level of gDP growth in more than twenty years.
The World investment report 2017, released by the united nations Conference on Trade and Development (unCTaD), 16 compared the intra-group investments for a number of selected groups of states: g20, asia-Pacific economic Cooperation (aPeC), 14 FDi inward flows consist of the amount of capital of national companies when they invest assets in other countries. Chart 5: unCTaD report of investments in selected groups Chart 5 shows the significance of g20 and aPeC investment compared with the other groups. Clearly, FDi is still concentrated in the developed countries and recently moved towards asia. aPeC has almost half of world's FDi, which shows how important asia is to the financial and economic system. at the same time, the report highlighted that aPeC received 53% of FDi inflows in 2016, but during the same year the group contributed 60% of the global gDP. additionally, the increase in intra-BriCs investment is relevant, rising from less than us$ 1 trillion to almost us$ 2 trillion. Considering the recent BriCs political convergence, the group shows growing prospects in trade and investment cooperation. Thus, the report on intraBriCs investments contrasts with the criticism that the group is too frail to be counted as a relevant actor in the international economic arena. The report stressed:
FDi flows to the five BriCs countries last year rose by 7 per cent to $277 billion. The increase in inflows to the russian Federation, india and south africa more than compensated for the decline of FDi to Brazil and China.
Cross-border m&a [mergers & acquisitions] sales declined from $44 billion in 2015 to $37 billion in 2016. (unCTaD, 2007) FDi flows are aligned with the growth in the BriCs countries' economies. The political and economic crises in Brazil, south africa and russia led to a decrease in gDP. on the other hand, india continues to experience solid growth. in the second quarter of 2017, China showed growth in its economy, beating the forecast which had anticipated a decrease. according to the Financial Times, China grew 6.9% in the first quarter of 2017 and was expected to maintain that level. The result at the end of 2017 could be the first year of acceleration of China's growth since 2010. 
Doing Business in BRICS
according to the Brazilian ministry of Foreign affairs (mre), with regard to commercial exchange between Brazil and the other BriCs countries, in 2015 83% of Brazilian exports went to China, and only 17% went to india, russia and south africa combined. regarding Brazilian imports, in 2015 China represented 81%, and india, russia and south africa (again, combined) represented 19%. The most important commercial BriCs partner to Brazil is clearly China, and the trade with the other BriCs countries is minimal.
With regard to the types of Brazilian export goods that the country sends abroad (again, for 2015), 75% are basic products, 15% are semi-manufactured products and 10% are manufactured products. additionally, the type of import goods from BriCs are 94% of manufactured, and 3% of basic and semi-manufactured goods each, in 2015.
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The main Brazilian products for export to the other BriCs countries are soybeans, seeds, ores, fuels, meat, wood paste and sugar. as for the import goods from the other BriCs countries, the main products are electrical and mechanical machines, organic chemical products, fuels and fertilizers.
Therefore, it is possible to infer that Brazil maintains traditional north-south trade relations with China, sending commodities and receiving manufactured products.
Considering the relevance of the Brazil-China trade, the Brazilian government should implement measures to bring technology and market value to its export goods, for example measures such as adding value to commodities, promoting agro-industrial mechanisms and increasing research. Chart 6 below presents data compiled by the Brazilian ministry of Foreign affairs on exports of the BriCs countries for 2012. (Brazilian ministry of Foreign affairs)
From Chart 7 it is clear to see that intra-BriCs trade amounts to less than 10% of total trade; trade outside BriCs amounts to more than 90%. although there is a slight increase inside the group, the increase is small if we consider how huge BriCs's markets are.
regarding other business sectors, many emerging markets, characterized by having cheap labor, have been recently associated with innovation, surpassing even the Japanese boom in innovation of the 1980s. multinationals are investing in emerging markets, and the BriCs countries are the leading group, and among the group especially China and india. multinationals expect about 70% of the world's growth over the next few years to come from emerging markets, with 40% coming from just two countries, China and india. They have also noted that China and to a lesser extent india have been pouring resources into education over the past couple of decades. China produces 75,000 people with higher degrees in engineering or computer science and india 60,000 every year.
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The assumption that Western capitals control all the processes of innovation and globalization is no longer true. according to The Economist (2010), Western companies are embracing polycentric innovation 22 by spreading research centers around the world, and emerging markets are becoming powerhouses in innovation. other trends in innovation are the improvements in products and processes aimed 21 The World Turned upside Down: a special report on innovation in emerging markets, The economist, 17 april 2010 The economist, 17 april (nov. 10, 2018 according to the rankings, Brazil, russia and south africa marked their presence with less than 10 companies. on the other hand, india has 14 businesses and China 57. it is important to point out that in the research conducted hong Kong and Taiwan were considered to be businesses of China. all in all, the total number of major BriCs companies amounts to only 85 of the 500; this figure corresponds to 17% of the top businesses in the world, where emerging market businesses are competing with the traditional multinationals from the developed world. it is necessary to draw special attention to the banks and other financial services, such as insurance companies, which are the most relevant components, corresponding to 35% of the top BriCs companies in the Financial Times rankings. oil and gas producers are also important due to the characteristics of some BriCs countries as major commodities exporters, for instance vale and Petrobrás in Brazil, gazprom and rosneft in russia and PetroChina in China.
ICSID and BRICS
Considered to be an international organization and one of the five institutions of the World Bank group, the international Centre for settlement of investment Disputes (iCsiD) provides facilities for conciliation and arbitration of international investment disputes that involve states and foreign companies or investors.
specifically, iCsiD is a jurisdictional institution aimed at settling investment conflicts between foreign investors and states. The organization was established in 1996 under the Convention on the settlement of investment Disputes between states and nationals of other states, known as the iCsiD Convention (or the Washington Convention). iCsiD works to provide confidence in the dispute resolution process, which involves conciliation and arbitration.
in addition, iCsiD can be seen as a third party in these kinds of disputes, as an independent arbitrator to whom foreign investors are more willing to submit their disputes than to a national court.
Therefore, when a country is a contracting (or signatory) state to the iCsiD Convention, this organization presents itself as a defender of international standards of equal treatment for domestic and foreign investors, and may attract more confidence for further investments.
Chart 10: Contracting states and signatories to the iCsiD Convention (iCsiD website) according to the iCsiD website, Brazil, south africa and india are not contracting (or signatory) states to the convention, thus not members of this international organization. russia only signed the convention in 1992, but did not deposit its ratification, which means that iCsiD norms are not applied in russian territory. among the BriCs countries, only China is a full member of this international organization: it signed the convention in 1990 and ratified it in 1993. This agreement aims to establish strategic and broad orientations to deepen bilateral relations and development projects between China and Brazil. The agreement defines strategic areas for joint work by sub-commissions, submitted by CosBan: politics, commerce, economy, energy and mining, finance, agriculture and quality security measures, industry, information technology, space cooperation, science and innovation, and culture and education.
in spite of the many areas for cooperation, there is no bidding document in Brazilian budgetary laws referring to this agreement and provision of specific resources to apply to this cooperation. The (multi-year) plan for 2016 to 2019, revised for 2017, only refers to China in broad terms in reference to an initiative for the Brazilian ministry of Foreign relations to consolidate the role of Brazil as a global player, reinforcing strategic relations with countries on all continents.
The initiative 06a8 for the Brazilian ministry of Foreign affairs is described as the deepening strategic relations of Brazil with south africa, China, india, russia, assuring the implementation of joint activities, like those defined in investment treaty between China and the republic of Korea signed in 2007. in 2006, the south Korean company ansung identified a 1,500 mu parcel of land (about 0.165 acres or 546 square meters) for a golf course project in sheyang-Xian (a sub-district of Yancheng-shi) to be developed partially with a joint venture company called sheyang seashore international golf Course Co. ltd -the sheyang seashore. in the same year, the Korean company decided to build the golf resort and acquired the Chinese joint venture company, planning to develop the 3,000 mu (the Chinese company land and adjacent areas). The Korean company submitted the master plan to the Chinese Committee and was informed that the government would provide the adjacent land for the company. in 2007, the government said that it would not provide the adjacent land requested at the agreed price (specified in the original agreement) and that the company would have to apply for land-use rights through a public sale at higher prices. in addition, the company was informed of the necessity to establish a Chinese subsidiary in order to be eligible to develop a clubhouse and condominiums around the golf course. in 2008, the Committee required the company to agree to pay higher prices for the land and later they awarded only a small part of the land for construction, refusing to respect the original local investment agreement. The Korean company also learned that other golf courses were to be established nearby and that the local government Committee had refused to grant the adjacent land for their project. unable to finish its project, the company did not earn enough return on capital and could not pay the loans arranged by the Committee. in 2011, ansung had no alternative but to dispose of its entire assets invested in the golf business to a Chinese purchaser at a price significantly lower than the original Korean investments. The Chinese government alleged that the investment agreement between the country and the Korean company set a maximum period for the submission of any complaints at three years. according to the iCsiD decision, this period was not observed by the Korean company, and thus its complaint was not upheld. Therefore, there is no specific program to boost this kind of cooperation, only general statements to conduct Brazilian foreign affairs in these matters.
Development Banks in the BRICS Countries
in the BriCs countries, the participation of the national banks for development is important, for they are the engines of the economies. in most of the BriCs countries, these national banks are the main entities for infrastructure financing for public and private projects. in addition, these banks for development projects use interest rates below market standards in order to increase investments in their domestic markets. Bank (aiiB), the asian Development Bank (aDB) and the export-import Bank of China (C-exim). 29, 30 Chart 12: China's national Banks for Development (Chart prepared by the authors) 29 The new Development Bank (nDB), also called the BriCs bank for development, will be analyzed in section 7 below.
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While the asian Development Bank (aDB) has Japan as the main contributor, the main investor of the aiiB is China. The aDB, located in manila, Philippines, aims to act together with the aiiB, in the same way as the World Bank, which acts in almost every country in the world.
Chart 13: members of aiiB, aDB and the World Bank (Chart prepared by the authors) Therefore, the national banks are relevant for public development and for attracting investments in long-term projects, such as those relating to infrastructure, public services and technology. in China, the number of banks for development and investment is a sign of their importance for the economy. specifically, two of China's banks, CDB and C-eXim, already hold more assets than the combined sum of the assets of the Western-backed multilateral development banks. The CDB is often the largest single source of development bank funding for projects. Table 1 shows that the C-eXim and CDB have over us$ 1.8 trillion in assets, whereas the Western-backed banks hold just over $700 billion. The CDB's international holdings are just 30% of total assets, putting the two banks' international assets at around us$ 500 billion.
The New Development Bank of the BRICS Countries
Following group studies for a development bank in new Delhi, india in 2012 and in Durban, south africa in 2013, official approval came in 2014, in Fortaleza, Brazil, for the creation of the new Development Bank (nDB) and the Contingency reserve arrangement (Cra).
according to stuenkel, 31 the Cra is similar to the Chiang mai initiative (Cmin), which is a regional arrangement created to avoid periodical financial crises and stabilize the country's balance of payments. The Cra allows for access to resources equal to 30% of the maximum access for each party and to the remaining 70% with imF approval. The innovation lies in the fact that the Cra is not a multilateral fund, like the imF or the Cmin in eastern asia, but is an arrangement in which each country deposits their individual commitment in each central bank. This structure is more flexible in the context of payment imbalance, in order to provide for quick action to resolve cyclical crises. Furthermore, the nDB is an institution aimed at providing development funding to each of the five BriCs countries, and other developing countries through financial and technical assistance.
as initially set out in the Fortaleza Declaration of 2014: the bank will have an initial capital of us$ 100 billion and an initial subscribed capital of us$ 50 billion equally shared among the five BriCs countries; the first Chair of the Board of governors will be from russia, the first Chair of the Board of Directors from Brazil, the first President of the Bank from india, the headquarters of the nDB will be located in shanghai, and the new Development Bank africa regional Center will be established in south africa, which will also be the location for the Center's headquarters.
The nDB's articles of agreement specify that all members of the united nations are eligible to become members of the nDB; however, the BriCs countries can never hold less than a 55% share of the total voting power. The un determines the concentration of voting power to be in the hands of the five BriCs countries, as it similarly determines voting powers in the imF and the World Bank to be controlled by the developed countries.
Following the 2008 financial crisis and the 2009 g20 summit in london, a joint action of the BriC countries led to the common position to restore the economic and financial order and promote a soft reshaping of the world order in international affairs. since the creation of the imF in 1944, voting power expresses the over-representation of the developed countries, where Belgium and luxembourg, as an example, control more share votes than Brazil, China or india. a major change to voting power in the imF was agreed in 2010, when the BriC countries joined the top ten share voters, along with the united states, Japan, germany, the united Kingdom and France. With reference to the World Bank, China, india and the russian Federation were already in the top ten of major share voters (not including Brazil). The 2010 voting power reform was approved only for the imF and not for the World Bank, whose structure remains as before. representing the strong desire of BriCs to create a new development bank and to be the leader of the emerging economies of the world, the nDB is an expression of the will of the global south and the importance of south-south cooperation. according to this view, the BriCs's decision to concentrate 55% of the voting power in the hands of the group's five founding members has important symbolism for the south in international affairs. The control of the majority of votes by the five founding members indicates the political will to maintain the priority of southern interests and the possibility to implement new approaches in cooperation for development.
The main goals of the nDB are the promotion of infrastructure and renewable energy. The bank aims to foster the development of the member countries, support economic growth, promote competitiveness and facilitate job creation, and build a platform of shared knowledge among developing countries. The bank started its operations in 2016 and up to the present time has approved projects only in the five founding member countries. in the first year of operations, the Board of Directors of the Bank approved loans involving financial assistance of over us$ 1.5 billion for projects in the areas of green and renewable energy, and transportation. according to the nDB's official website, thirteen projects have been approved since the beginning of banking operations. China and india account for the highest number of projects (4), followed by the russian Federation (3) and Brazil and south africa (each with one). india received the highest loan amount since the beginning of operations, according to the nDB. Considering that the nDB's core activity is to promote projects in infrastructure and renewable energy, there are seven renewable energy and four infrastructure projects, including the fact that all of the BriCs countries have at least one project.
it is important to underline that only the five nDB founding members are the beneficiaries of the resources. no other developing country has up to the present time been a recipient of the bank's initiatives. This fact raises doubts about the aim of the nDB to be considered a bank for developing countries. The lack of development projects in other southern countries could undermine the image of BriCs, which in every summit reaffirms itself as a leader of the developing countries of the world.
Within the World Bank group, the international Bank for reconstruction and Development (iBrD) has several projects in each of the five BriCs countries. Comparing the number of current projects signed by each of the BriCs countries with the irBD and nDB, it is possible to see (and emphasize) how important each of these international organizations is in the five BriCs countries themselves. The number of iBrD loans or projects present in the russian Federation and south africa in 2017 was significant. For Brazil, the number was 20 iBrD projects and one nDB project; for india, 33 iBrD projects and four nDB projects; and for China 79 iBrD projects and four nDB projects. it is important to recall that the nDB was created only in 2014 and went into operation in 2016, while the iBrD has been in operation since the 1940s. Beyond that, the World Bank group is more complex, established and trusted than the nDB, with 187 member countries and is an institution seen as a beacon for development aid and good governance in the world. The range of sectors in which the World Bank group works is broader than that of the nDB, which decided to operate mainly in infrastructure and sustainable development. The common goal of these two institutions is the commitment to promoting development, with consideration of the environment and sustainable measures, which indicates that both are aligned with international concerns. Chart 16 below compares the loan amounts handled by the iBrD and nDB for 2017. There is a more significant loan amount approved by the iBrD compared with the total loan amount made by the nDB in 2017. india and China received approximately us$ 11 billion and us$ 10.7 billion, respectively, in iBrD loans. nDB loans to india amounted to us$ 1.4 billion and us$ 879 million to China. Brazil received almost us$ 4 billion from the iBrD and only us$ 300 million from the nDB. But the russian Federation and south africa were more contemplated by the nDB than the iBrD in respect of loans, which could be interpreted as meaning that the nDB benefits more from these two countries.
35 however, the reason for the greater amount of nDB loans in russia and south africa than iBrD loans is not explained simply through inference by examining these figures. many different motives are involved: the countries' financial stability, the duration of projects, local needs and the historical trajectory of the relationship of donor-beneficiary, among others.
Considering the BriCs' decision to create a regional office in south africa, the new Development Bank of the BriCs countries will increase its operations in that country and could eventually extend its resources throughout the african continent.
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The World Bank (nov. 10, 2018) , available at https://finances.worldbank.org/en/countries/.
Conclusion
The foundation of a bank for development by the BriCs countries can be considered to be a huge step towards more institutionalized cooperation in financial and economic matters. Following the approval of a new rebalancing of share voting quotas in the imF, the nDB and Cra are the next most relevant group, without even considering the importance of a variety of technical cooperation and governmental meetings in other areas between the national administrations of the BriCs countries.
The nDB puts into practice the core intentions of the BriCs summits in promoting development and bringing closer together south-south cooperation. moreover, the majority of the bank's voting power will remain in the hands of the founding member countries, similar to the majority of voting power that is concentrated in the hands of the developed countries with regard to the imF and the World Bank group.
Beyond the symbolism it has of a new alternative to engage south-south cooperation, the nDB needs to expand its activities to benefit other developing countries, in order to reinforce the BriCs desire to represent the global south.
notwithstanding the increase the nDB brings in the BriCs countries' influence in the international financial arena, the nDB still has few resources and is incapable of surpassing the World Bank in initiatives. Furthermore, the Bretton Woods institutions are present all around the world, even at work in the BriCs countries themselves, and possess an enormous amount of resources and political and technical capacity to have a significant impact in the south.
The new Development Bank needs to be seen as a contributor to international development, as an institution designed to remedy the lack of infrastructure and cope competently with issues such as inequality and poverty. The development bank of BriCs is strong evidence that the group plays an important role in the international agenda for development.
What is more, the BriCs annual meetings underline their commitment to preserve the status quo of the international order, for the five countries demand reforms in the international organizations, in order to strengthen the financial system. at the 9 th BriCs summit in Xiamen, China, 36 the group reiterated its commitment to the defense of globalization and the preservation of the international liberal order, acknowledging the prominence of the g20, reemphasized its respect for international law and reaffirmed the central role of the united nations.
